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U.S. Processed
Food Trade
Continues

To Expand

I in calendar year 1996 to a record

$58 billion. Exports reached $30.1 hillio
about 3 percent higher than in 1995, wh
imports rose 11 percent to $27.8 billion.
As a result, the 1996 trade surplus, whil
well below 1995’s record $4.4 billion,
was still the third largest on record.

otal U.S. trade in processed foods

Export Growth Has Slowed

Relatively slow export growth for pro-
cessed foods—3 percent compared wit
9-percent annual average for the previo
3 years—coincided with a slowdown in
global meat consumption, relatively high
U.S. prices for agricultural commodities
and a higher dollar value against many
the world’s major currencies.

The value of U.S. processed food expor
grew only $726 million during 1996, wel
below the $2.1-billion annual average
increase for the previous 5 years. Of the
10 major processed food groups, meat
product exports (including poultry) re-
main the largest, accounting for nearly

and beverages continued to expand

30 percent of total U.S. export value of
processed foods. Grain products and fat
and oils are the next-largest industry
groups, together accounting for over a
quarter of the export total. Sugar and co
fections and miscellaneous commodities
(including coffee, pasta, and food prepat
tions) had the largest percentage increa
in 1996, while exports declined for dairy
products, fats and oils, beverages, and f

Of the 49 separate industries that make
the 10 processed food groups, poultry
slaughter and processing has been amo
the fastest growing in recent years. Poul
try exports have averaged 31-percent an
al growth for the past 3 years, and in 199
jumped 23 percent to a record $2.6 billio
More than 60 percent of the 1996 increa
was due to soaring exports to Russia.
Russian purchases of U.S. poultry rose
from $84 million in 1993 to $914 million
in 1996 AO January-February 1997).

Other growth industries in 1996 were sg
ed and roasted nuts, rising 25 percent t
$1.2 billion, and miscellaneous food pre
parations (e.g., tea, spices, yeasts), whi
rose 23 percent, also reaching $1.2 bil-
lion. Some smaller export industries

increased exports considerably in 1996.
Wine and brandy exports rose 34 perce

The slowdown in overall export growth
scan be attributed largely to reduced
exports of meat, and fish and seafood.
Meat packing (primarily beef, pork, and
n-by-products, including hides) is by far the
largest U.S. processed food export indus-
atry. Meat packing exports jumped 21 per-
seent to $6.1 billion in 1995, but fell $100
million last year. The 1996 decline can be
skraced to a stronger dollar, lower U.S. meat
prices that offset volume gains, and a num-
Lder of food safety fears that reduced global
demand for beef, especially the outbreak of
nd3SE (bovine spongiform encephalopathy)
in Europe andE. coliproblems in the
ndapanese food system. Meat packing prod-
guct exports to Japan, the largest U.S. mar-
nh ket, fell 3 percent to $2.9 billion.
5e
Sales to South Korea fell 17 percent to
$860 million, due primarily to economic
sluggishness in South Korea and the
strength of the dollar against the South
Korean won. Mexico was a bright spot for
[tU.S. meat packing product exports, as
h exports jumped more than 50 percent to
L $470 million in 1996, after plunging 50
crpercent in 1995 after peso devaluation.

The drop in U.S. exports of fresh/frozen
fish and seafood—$230 million, dropping
ntto $2.5 billion—was even more sizeable

0 $330 million, and prepared flour mixe
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s than for meat packing products. A de-

and dough by 28 percent to $139 miIIiorp.crease in the value of Japanese imports
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Stating in Jaruary 1998,the US. will collect dda on indus
try estdlishments accaling to a nev system of indusyr
definitions. USDA’'s Economic Reseelr Sewice (ERS) cur
rently uses the LS. Standad Industral Classifcation (SIC)
system to angke U.S. exports and impats of poocessed
foods.The SIC assigns eladJ.S. estdlishment or plant to
an industy caegory based on its prcipal actvity.

Processeddods,beverages,and elated poducts ag curent
ly assigned to SIC-20he industies within SIC-20 can be
further disggregated into thee- and dur-digit SIC codesAt
the thee-digt level ae 9 major pocesseddod goups,but
ERS hasemoved fsh from the miscellaneousaup, cred-
ing 10 major goups br its anaysis. Compising the 10
groups of the SIC-20 ar49 indvidual food piocessing
industies. For example SIC-2011 identiks the meapadk-
ing industy. The frst two digits place the industrwithin
SIC-20,while the thid digit indicates the indusyr group—
mead products—and theolurth speciies the indusy—meda
packing.

In Jaruary 1997,the US. adopted a e industy classifca
tion system—the Nadin American Industy Classifcation

System (MICS)—to replace the SICwith implementéion
planned ér 1998. MICS is a poduction-orented system

Food Industry Classification System to Change

Mexico’s Instituto Nacional de Estadistica @Geafia e
Informatica. It piovides common industrdefnitions for
CanadaMexico, and the US,, facilitating economic
anaysis.

The stucture of NAICS is similar to the SIChut changes in
the defnition of industy groups and of induses pedudes
complete caiespondence beten SIC and NICS.
Industiies peviously classifed as SIC-20 mresseddods
will be separted into two major goups.The majoity of
food pocessing indusies will be assigned toded
Manufactuing (NAICS-311). Havever, SIC-20 beerages
other than dayr or fruit beverages will be assigned to
Beverage andTobacco Manfactuing (NAICS-312).

NAICS contains 47dod mamifactuing industres and 6
beverage mamfactuing industies.While this is an inazase
from the 49 indusies in SIC-200nly 33 of the 49 SIC-20
industies corespond to KICS industres. The emaining
SIC-20 industies hae been edassiied or combined into
U.S. naional industies tha do not corespond osely to an
individual SIC-20 indus$r. The US. plans to pulish daa
on ndional industies which ale equvalent to bur-digit SIC
industies in most caseand this should alle for contirued
evaluaion of trade in pocesseddod and beerages equia
lent to the lgel of detail curently available.

developed in coopetion with Staistics Canada and

of U.S. fish accounteddr most of the
dedine, as both the pce and quantity of
salmon &ports contacted Fsh and
seabod ports diopped belw poultry
exports in 1996 ér the frst time Expots
of animal and mame fats and oils éll to
$889 million in 1996 after spassing $1
billion the pevious year Industies with
the lagest pecentagye dedines were man
ufactued ice creamey butter, bottled and
canned soft dinks, and cottonseed oihut
these bur industies ae relatively small,
accounting ér just over 1 pecent of US.
processeddod potts.

On the impor side the 11-pecent gowth
in U.S. processeddod puchases in 1996
was the stingest in ecent yas. A 2-
percent incease in US. real per cpita
disposale income following 19955 2.6-
percent ise boosted consumer spending
In addition, the \alue of the dollar
weighted ly counties’ shae of US.
exports, rose @proximately 7 pecent duf
ing 1996 effectively reducing pices of
foreign goods br U.S. consumes. Most
of the 10 pocesseddod goups egistered
douHle-digit import growth, led by sugar

and conéctions &30 pecent,grain mill
products 823 pecent,and fts and oils &
21 pecent. Ony med products andish
lost gound and eah onl slightly.

At the industy level, doule-digit increas
es were commonwith 33 of the 49 indus
tries inceasing impas by 10 pecent or
more. Mary of these indusies, however,
rose fom a firly small 1995 leel.
Among the lager industies,cane sugr
imports suged 58 perent to nedy $1.2
billion, becoming dbillion-dollar”

import industy for the frst time as US.
sugar production &ll significantly from
1995. Impots of a mmber of consumer
items sub as beercanned fuit and \eg-
etables, chocolde and cocoagnd wine
and bandy, also s& strong qains in 1996,

Major Markets & Souces
For U.S. Processed &ods

U.S. exports of poocesseddods ae highly
concentated in a &v major makets.The
top 10 single-counyrmaikets accounted
for 70 pecent of total 1996 L&. pro-
cesseddod «ports, and &pan,Canada,

and M«ico ae leading maets in eery
major food goup.

At $7.2 billion, Japan is ly far the lagest
export maiket for U.S. processeddods,
accounting ér 24 pecent of the total in
1996. Moe than 60 peent ($4.5 billion)
of exports to &pan was metand fsh.
NAFTA pattners Canada and M&o
were second and thdrat $4.5 billion and
$2 billion, a combined 22 peent of total
U.S. processeddod tade Othes in the
top 10 induded theeAsia Racific Rim
naions (South Krea,Hong Kong and
Taiwan), three westen Euilopean naons
(Nethetands,United Kingdom,and
Gemary), and Russia. Russiacoded
the lagest eport growth rate of ary
major maket, as &ports reated $1.3 bil
lion, a 32-pecent incease wer 1995.

The mix of single-coungrimpott sources
is more vaiied than gport destindions.
Canada domirtas as a soae for U.S.
processeddods impots. Its $5.7 billion in
1996 «potts to the US. cgtured moe
than one4fth of the maket. Canada
exported moe than thee times as oth to
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the US. as Meico, the second leading
soure county a $1.8 billion.The US.
imported $2 billion vorth of mea and fsh
and seafod from Canada in 199@eaty
a thid of food impots from Canada.
Other leading impas from Canada ere
vegetable oils, distilled spiits, and tioco
late pioducts. ksh, malt beverages,and
frozen fuits and egetables were the pin-
cipal impots from Mexico.

The US. also impored moke than $1 bl
lion in processeddod commodities &m
Thailand France and Itay. The United
Kingdom, Nethetands,Brazil, New
Zealand andAustralia ounded out the
top 10.The leading impds were fish and
seabod from Thailand wine from Fance
and Itay, distilled spiits from the United
Kingdom,and beer fom the Nethdands.
The main impdrfrom Austalia and Ne/
Zealand vas meapading products.
These 10 counts supplied 57 peent of
U.S. impotts of pocesseddods.

Among the top 10 counés, Brazil and
Italy were the &stest gowing impott
souices,with increases of 23 and 22 per
cent oer 1995. Cange juice and cane
sugar impots from Brazil, and wine and
olive oil from lItaly, contibuted to theise
Only two countres in the top 10,
Thailand andAustralia, deceased their
shipments to the 13. in 1996.

What's Ahead pbr 19977

The combin&on of slav U.S. export
growth and highethan-aerage impot
growth in 1996 vas pobably an exception
rather than the staof a tend Expots
from mea paking plants had igpwn 13
percent in 1994 and 20 p=ent in 1995
before falling shaply in the later pat of
1996. bod saety concemns dout beef in
Japan ppear to belzeting, and with lover
Japanese beef tififs, exports ae expected
to pidk up modestely in 1997.

In addition, U.S. pok exports could sur
pass their stmg 1996 pedrmance as
they are expected toifl some of the wvid
creded by Taiwan’s suspension of plor
expotts in Marcch 1997 bllowing an out
break of bot-and-mouth disease QA
June 1997). Simildy, dedines in &ports
of sgybean oil and meagnimal and
maiine fats and oilsand \egeteble oils in
1996, following exceptionally large export
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The EU and Canada Are Key U.S. Markets for Processed Food Exports . . .

Other
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$27.8 bill
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gains in 1994 and 199%kely reflect
tempoaty suppy-and-demand conditions|
especialy high commodity pces in 1996.

Increases in LS. impotts in 1996 vere
the esult of a healthU.S. econony com
bined with contimed stong demand dr
a \ariety of food items. Sustainedavth
in the US. econory during the edy
months of 1997 suggsts thaimpott
demand ér processeddods will emain

Japan
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European Union
15%

Canada
15%

$30.1 billion (1996)

Sources

European Union
25%

Canada
21%

Mexico
6%
ion (1996)

strong Global demanddr U.S. products
| IS expected to in@ase as wll, raising
total piocesseddod tiade &ove $60 bit
lion in 1997 and in@asing the &rde sw
plus to $3 billion or mae.
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